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ABSTRACT 
This paper will explain the domestic motivation of the implementation of the euro in Lithuania. 
Within Europeanization theory, implementation of European Union regulations is often discussed as 
something the Union apply on the member states and possible member states.  
In this paper we will however seeks to investigate this form of Europeanization with an outset in 
member states and their interest, in out case the country of Lithuania.  
This paper will therefore set out to answer the problem formulation: With theoretical outset in the 
‘social learning model’ and the ‘external incentives model’  from Schimmelfenning and Sedelmeier, 
how can we explain Lithuania’s incentives and political will to enter the euro area, if the models 
can explain this? 
The analysis will be build on the models on Europeanization by Frank Schimmelfenning and Ulrich 
Sedelmeier. These models will function as the theoretical framework for the analysis. The models 
will each give a perspective on the case of Lithuania. The perspectives investigated will be the 
economic logic and reasoning, contra the identity and community the euro and the European Union 
can bring to a given member state.  
This paper will make use of document analysis, as well as qualitative method, in the form of an 
interview, with former Danish ambassador in Lithuania, Per Carlsen. In the analysis we will make 
use of historical and legal documents, as well as scientific reports.  
We conclude that economic logic and reasoning has not been the dominating factor, in the euro 
decision, although it is difficult to fully grasp the cost and gains of a membership.  
Furthermore it is concluded that there exist a pattern of political will towards the European Union, 
and with that a development in the opposite direction of the country's Soviet past. The identity 
perspective has therefore proven to be very dominant in the decision to implement the euro.  
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CHAPTER 1 – INTRODUCTION 
PROBLEM AREA 
  
This paper will discuss the dynamics of Europeanization in context to legislation of the 
economic aspects of the European Union. The purpose of the analysis is to examine domestic 
motivation for a country to implement European Union policies. 
Specifically we will investigate the case of Lithuania adopting the euro as their currency. In this 
section we will outline why this is a problem, and why this is relevant to investigate. 
  
Lithuania joined the European Union in 2004 and were required to accept the acquis 
communautaire. Through the acquis communautaire Lithuania is obliged to enter the euro area 
when their economy is deemed ready by the commission. The question of becoming a Eurozone 
country was therefore a part of the 2003 referendum in Lithuania, where the public voted on 
becoming a member of the EU. 
  
We find several reasons to question the political course of Lithuania and the motivations for 
their choices, in relation to their euro-cooperation and the EU. 
  
First of all there is the question of why a country with newly regained independence in 1990 
would be willing to cede sovereignty to a supranational institution. 
  
Moreover there is the questioning of adopting a currency that has gone through deep crisis and 
arguably still suffers from this crisis (Cini&Pérez-Solórzano Borragán 2013, p. 378). 
The consequences of the crisis have been economic recession, aggravated inequality and 
widespread unemployment, especially in the South of Europe (Lundkvist, 2013, p. 37). 
In 2007, a year after Lithuania was rejected adoption of the euro, the Eurozone consisted of only 
seven countries, of which four were in deep economic crisis (Lundkvist 2013, p. 39). Since then, 
the Eurozone has expanded to include 19 of the 28 Member States. 
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Furthermore Lithuania is obliged to help finance economic assistance for Greece (European 
Commission - Economic and Financial Affairs, 2015). Lithuanian help to Greece is a somewhat 
unpopular decision in the Lithuanian public, as former Danish ambassador in Lithuania said: 
  
“[…] selvom det har medført at de kan komme til at betale et eller andet til grækenland, som de 
jo sådan set synes er surt fordi de også selv har haft krisen og er gået tyve/tredive procent ned i 
økonomi ikke, så hvorfor fanden skal de betale til grækerne? men det tager de med, 
ikke.”   (Annex 1, p. 5).  
  
Additionally a political development with a strengthening of euro-sceptic parties in several 
Member States has shown in the recent years. 
  
Despite of the acquis agreement there are still countries that has not yet adopted the euro as their 
currency. This has lead to the distinction of two groups of countries within the EU: ‘pacesetters’ 
and ‘laggards’. Lithuania is often referred to as a pacesetter. This is due to the countries 
efficiency and pursuit of European initiatives, like for example the euro (Johnson, 2008, p. 
826-841) 
  
On the basis of these observations, we aim to investigate dynamics of Europeanization in the 
form of domestic motivations, in the case of Lithuania and the recent adoption of the euro. 
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PROBLEM FORMULATION 
With theoretical outset in the ‘social learning model’ and the ‘external incentives model’  from 
Schimmelfenning and Sedelmeier, how can we explain Lithuania’s incentives and political will 
to enter the euro area, if the models can explain this?  
ANALYSIS QUESTIONS 
1) How can the conditions set in the ‘external incentives model’ be applied to the case of 
Lithuania and what can this tell us about the decision to enter the euro area?  
2) How can the conditions set in the ‘social learning model’ be applied to the case of 
Lithuania and what can this tell us about the decision to enter the euro area?  
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DELIMITATION 
This section will explain the reasoning behind choice of case, methodological approach and 
theories. Our project revolves around the question of why Lithuania chose to accept the euro as 
their currency in 2015. 
The main issue of this paper is the wonder of why Lithuania chose to adopt the euro at a time 
when there are disagreements about the euro among the Member States.  
  
Lithuania as the ‘case-country’ is an empirically interesting case, since it contains a paradox 
regarding the influence and importance of the euro crisis within the function of the European 
monetary union. 
  
Lithuania is an interesting country to use in our analysis because it chose to adopt euro at a time 
of crisis and because euro scepticism is increasingly high among member states. This 
argumentation is also expressed in the problem area. 
  
In order to conduct a holistic and nuanced analysis we will take outset in two models formed by 
Frank Schimmelfenning and Ulrich Sedelmeier. These models have been chosen because they 
give different perspectives and nuances of the issue we want to analyse. 
Schimmelfenning and Sedelmeier also present a third explanatory model: the ‘lesson-drawing 
model’. This model we will not include in our analysis. This decision is made primarily due to 
the scope of the ‘mini project’. In order to get a satisfactory in-depth analysis of the other 
models we find this delimitation necessary. 
Moreover we estimated that the social learning model and the ‘lesson-drawing’ model share 
central characteristics and overlap in explanatory factors. 
  
When conducting the analysis we will support the empirical data with an interview. The 
informant we have chosen to interview is former Danish ambassador in Lithuania Per Carlsen. 
This qualitative approach allows for us to combine the empirical data we have found concerning 
Europeanization and the euro, with empirical data we have conducted, concerning the specific 
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case of Lithuania. This approach will make our analysis holistic, and therefore becomes 
relevant.  
Moreover the politically double-sided character of the euro as a research object also give rises to 
shed light on historical dynamics in Lithuania and their relationship with the EU. 
The analysis will be from a Lithuanian national perspective, and therefore we will not consider, 
in this project, European institutional incentives, or specific private actor incentives. 
  
Since the decision to adopt the euro did not get settled by a referendum, the analysis will largely 
delimit from including public dynamics and incentives in the Lithuanian society, but will be a 
macro scope political analysis of what incentives and motivations the Lithuanian government 
has in adopting the Euro. 
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CHAPTER 2 – METHODS 
METHODS 
  
The theoretical explanatory models from Schimmelfennig and Sedelmeier will function as an 
analytical tool, overall framing and directing the choice of methods. This will be illustrated in a 
project design, below in the paper.  
The methods used to collect data and empirical knowledge for the project, is a combination of 
document analysis and qualitative method, in the form of an interview. 
  
  
DOCUMENT ANALYSIS 
The use of documents is particularly useful to gain an understanding of the broader social 
development in Lithuania and the country's relationship with the EU, with an interest in the 
major historical lines and relevant events (Brinkmann&Tanggaard, 2010: 145-146). 
  
The studied material is a combination of secondary and tertiary documents. The secondary 
documents are legal documents and analytical reports conducted by the EU. The secondary 
documents will function to give concrete, detailed and specific information of the EU 
conditionalities required of Lithuania in relation to the membership of both the EU and the euro. 
The information gathered from secondary documents is necessary for the analysis based on ‘the 
External Incentives Model’. There will of course be an interpretive element in the findings of 
costs and benefits in the Lithuanian agreements with the EU. 
The conclusions will be based on the publicly available information. Any private, hidden or 
internal agendas or agreements will not be the focus of the analysis. 
  
There will also be use of scientific reports, which tends to be theoretically levelled input, 
especially relevant in the analysis of the ‘Social Learning Model’. The analysis of the ‘Social  
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Learning Model’ will be a on the basis of a social constructivist interpretation of before 
mentioned documents. 
We have chosen to interpret the historical outlining in combination with theoretical discussion in 
the field of euro, money and identity formation. 
  
Moreover this paper will make use of tertiary documents, such as books on historical and 
societal development, to get a broader oriented view. This will be relevant in all parts of the 
analysis. The combination of these types of documents should provide us with a more 
diversified understanding of the Lithuanian relationship with the EU, which has led to the 
adoption of the euro. 
  
SEMI-STRUCTURED INTERVIEW 
We have chosen to conduct an interview with former Danish ambassador in Lithuania, Per 
Carlsen. Carlsen also served as Danish ambassador in Latvia and Russia, and is now attached to 
the Baltic Development Forum. We chose Carlsen in order to give a full and in-depth account of 
Europeanization and the case of adoption of the euro in Lithuania. 
The interview we have decided upon conducting is a semi-structured interview. 
  
What characterizes a semi-structured interview is that the focus is on what you are trying to 
examine in the paper before going to the next step of how to achieve that knowledge. The object 
is the leading point of this method. In order to understand the problem there should therefore be 
knowledge and understanding of the relevant theories, which means that method and theory are 
dependant on each other (Brinkmann&Tanggaard, 2010, p. 37). 
  
In our case, this means that we brought our pre understanding of the case, and asked our 
informant to comment on these pre understandings. By doing this our understandings of the 
field, which we have studied on the basis of our theoretical framework, have shaped the 
interview. 
There is always a risk that knowledge on a area will have an affect on the researcher's 
objectivity. 
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The advantage of a semi-structured interview, and what makes it different from other interviews 
is the continuous interaction between questions and answers. Other types of interviews might 
not contain prior research questions. This allows for the person who is interviewed to be in 
control of the interview (ibid.).  
  
There are sources of errors attached to this type of interview. When only conducting an 
interview with one informant, this creates empirical data that is one-sided. It can therefore be 
discussed if one interview is enough so say something generalizable about the case and topic. 
This method can weaken the informant’s position as a representative of the field. His statements 
can therefore only be viewed as his, and not as representative for the entire field of scientist that 
work within this field. That is however not the main purpose of the interview. The analysis will 
be build upon empirical data we have found throughout our literature search, and the informant’s 
statements are meant to nuance the information we receive in this literature. Statements given in 
the interview can either support or question the knowledge we gain from our other empirical 
data. 
The method of interview in this project, will function not as the main source of information, but 
as additional detailed and intensive insight in the field, from a first hand point of view with a 
certain knowledge in the field. 
  
As written in the literature review we found that within this field of research many of the 
analysis have evolved around the same points, and we therefore believe that an interview with 
Carlsen increases the validity of the analysis and final conclusion. 
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PROJECT DESIGN  
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CHAPTER 3 - THEORY 
THEORY 
INTRODUCTION TO FRANK SCHIMMELFENNING AND ULRICH SEDELMEIER 
In this theoretical disposition we will account for Sedelmeier and Schimmelfennig’s 
understanding of europeanization theory.  
In the book ‘The Europeanization of Central and Eastern Europe’ they define three models that 
each explain a different perspective of the incentives to adopt EU legislation.  
In the analysis there will be made use of two models; ‘The External Incentives Model’ and ‘The 
Social Learning Model’. There will be an account of the models below. The models allow for 
different perspectives and explanations, which creates a wider framework for us to conduct an 
analysis within.  
What makes this europeanization theory especially relevant for us, is its methodical foundation 
for europeanization. This theory takes the situation in the specific country in consideration, 
which allows for an analysis of europeanization with the nation state as the baseline, as well as 
their desire to enter the euro area. As written in our literature review the methodical outset in 
literature on Europeanization, often deals with this subject as a process that begins when the 
European Union apply rules and laws on the Member States, and less on the Member States 
interest to conform to these rules. Given our field of interest we therefore find this theory and 
these models to be relevant and interesting for our analysis.  
!14
Kathrine Jesting: 52010 
Julie Lundberg Eilers: 51967 
Rawan Hamid: 51929 
Lithuania and the euro 
5th semester project
21/12-2015 
Strokes: 59.649
THE EXTERNAL INCENTIVES MODEL  
‘The External Incentives Model’ is based on the idea of logic of consequences and the 
bargaining processes. The outcome of a decision, in our case implementation of the euro in 
Lithuania, is determined by factors as bargaining power, distribution of power and preferences.  
In Schimmelfennig’s and Sedelmeier’s understanding the possibility of rewards determine a 
country's will to adopt rules: “[…] the EU sets the adoption of its rules as conditions that the 
CEECs have to fulfill in order to receive rewards from the EU.”  
There are four hypothesis that should explain adoption of rules. These hypotheses will be 
analysed in order to conclude on Lithuania's incentives and logic towards the adoption of the 
euro. These theses are; (1) Determinacy of conditions, (2) Size and speed of rewards, (3) 
Credibility of conditionalities, (4) Veto Players and Adoption Costs.  
The analysis will explain and investigate the hypotheses in context to the case of Lithuania, to 
conclude if these hypotheses have had any impact and influence on the decision and will to enter 
the euro area.   
THE SOCIAL LEARNING MODEL 
‘The social learning model’ is an alternative explanatory model to the ‘external incentives 
model’. This model is based on the theory of social constructivism. ‘The social learning model’ 
pays attention to logic of appropriateness. Therefore, in this perspective, the EU is an 
organization in a European international community with specific set of common norms, values 
and collective identity.  Therefor non-member state adopts EU rules if it estimates the demands 
is appropriate in terms of the collective identity, norms and values.  
There are groups of factors which affect the power of the EU: (1) legitimacy, (2) identity and (3) 
resonance. The first group of factors refers to the legitimacy of the rules and process. A given 
rule or law’s legitimacy suffers if nonmember states do not generally accept or apply it 
coherently. Usually nonmember states do not participate in the process of rulemaking. Therefore 
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the way in which the EU rules are transferred and communicated is relevant for the adoption of 
the established rules. EU must engage the target states in a deliberative process which pays 
attention to their concerns and need when it comes to the interpretation and application of EU 
rules. The EU creates legitimacy by increasing ownership of EU rules in the target states. The 
next group of factors is about identity. Non-member states are more likely to adopt EU rules, if 
they can identify with the actor and society that has established the rules. ‘The social learning’ 
perspective also emphasizes domestic ‘resonance”. Firstly there is more openness to accept and 
adopt external rules if domestic rules are absent, or if the issue has become domestically 
delegitimated because of a crisis or policy failure. It might also increase if the EU rules 
somehow match the existing domestic rules, traditional rules or correspond to general domestic 
beliefs of good policy. However domestic rules with high consensual domestic legitimacy could 
complicate rule adoption. 
CRITIQUE OF THE CHOSEN THEORIES 
A criticism of the theoretical outset in this paper could be that the use of Sedelmeier and 
Schimmelfennig makes for a one-sided analysis, because use of theory is limited to their 
understanding of europeanization and theoretical answer to these questions, which can create  
barriers and black spots in the analysis.  
However, the theory is developed to give a holistic and refined overview of the specific case one 
wishes to examine. The different models we have chosen are not developed to support or add on 
to each other, but instead give different explanations.  
Furthermore one could argue that our pre-understanding will form and shape the outcome of an 
analysis of these models. As written above there are points to each model that one should 
analyse, however it is not determined how these should be answered. Our literature search and 
understanding of the subject will therefore affect our approach towards the questions that we 
seek to answer.  
This is nonetheless impossible to avoid, and if we should take this argument into account then it 
is possible to argue that no analysis can ever be neutral and free of judgement from pre-
understandings.   
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CHAPTER 4 - BACKGROUND 
BACKGROUND 
  
As previously mentioned in the chapter on methods used in this paper, the analysis will make 
use of historical events, as a way to contextualize certain political decisions. 
The analysis will not focus on Europeanization in predetermined sectors, but will instead 
function as an analysis of the broad lines of Lithuanian policies towards the European Union. 
We will therefore in this section of the paper outline what we believe to be the relevant historical 
facts and key decisions, in order to perform a holistic analysis later in the project, as well as give 
the reader a thorough introduction to the case of Lithuania. 
  
In 1940 the Soviet Union occupied Lithuania, and controlled the area with a totalitarian form of 
governance for decades (The official gateway of Lithuania, 2015). 
Lithuania did not gain independence before the beginning of the 1990’s and in the period of the 
Soviet Occupation a ‘russification’ took place of the Lithuanian national identity. 
  
In 2003 Lithuania held a referendum in which the public would decide if they should enter the 
European Union. Lithuania joined the European Union in 2004 after the public voted yes. 57% 
of all eligible voters voted Yes to the agreement (European Parties Elections and Referendum 
Network). The decision of becoming a member state of the EU was, and is, often referenced to 
as Lithuania returning to the European family (The Official Gateway of Lithuania, 2015). 
Lithuania first applied to enter the eurozone in 2006, but was denied, as the country did not 
comply with the financial and economic demands set by the commission. In 2013 they applied 
again, and adopted the euro from 2015 (EU observer, 2013). 
  
Lithuania was the last of the Baltic countries to enter the eurozone. Lithuania hoped, like Latvia 
and Estonia, for greater investment and lower borrowing. 
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Lithuania has a reputation among theorist in this field of being the ‘latecomer’ of the three 
Baltic States when it comes to economic integration and in comparison to the Eastern  
European Countries, who early on started to join international organizations to become a part of 
the western world. According to theorist this is due to the relatively small size of Lithuanian and 
the public administration is by some argued to be one of the main reasons they missed the first 
round of negotiations with the EU. 
Until the economic crisis the began from around 2008 the Baltic Sea Region, and Lithuania had 
economic growth at rates close to the global average. After the crisis however the region 
recovered quickly, and faster than other countries in the European Region (Ketels&Pedersen, 
2015, p. 10). 
One of the sectors that was least affected by the crisis was the agricultural. Numbers from 2012 
show that the increase in this sector made it able to cope with 2008-2009 crisis. 
Agriculture is one of Lithuania’s most important export sectors, as it generates income for nearly 
one-tenth of the employment force in the country (Lithuanian Institute of Agrarian Economics, 
2012, p. 5). 
Lithuania’s main export partners are Russia, Latvia, Germany and Poland (Trading Economics, 
2015). Lithuania’s main import partner is Russia, from whom they import different types of 
petroleum and gas (The observatory of Economic Complexity, 2015). 
Despite of their trade arrangement with Russia is has however been desired by Lithuania that 
their membership of the European Union would lead to greater energy independence from 
Russia (Annex 1 , p. 4). 
Membership of the European Union has however caused an increase in Lithuanians migrating to 
other European countries. The principle of free movement of workers it not homogenous used 
between the Member States, as some Member States are more preferable (Tænketanken Europa, 
2014, p. 4) 
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CHAPTER 5 - ANALYSIS  
ANALYSIS QUESTION 1 
How can the conditions set in ‘the External Incentives Model’ be applied to the case of 
Lithuania and what can this tell us about the decision to enter the euro area? 
As written in the theoretical section of this paper the analysis will be conducted on the 
foundation of the analysis points and hypothesis from Sedelmeier and Schimmelfennig’s 
‘External Incentives Model’. These points will be analyzed in context to the case of Lithuania's 
adoption of the euro. Lastly there will be a discussion and sub conclusion of the knowledge 
gained from these models.  
The first hypothesis from ‘the External Incentives Model’ argues that rule adoption increases if 
the rules are set as conditions for rewards.  
In order to analyse and discuss this hypothesis it is therefore needed to define what the rewards 
and conditions are respectively.  
This analysis will take outset in the belief that the possibility of an EU membership was the 
reward, and the acquis, and thereby the decision to enter the euro area was a condition to fulfill 
in order to receive this reward. The main reasons for this belief is, obviously, the acquis which 
states that Lithuania must at one point, when fulfilling the criteria set by the commission, adopt 
the euro as their currency (Competition Council of the Republic of Lithuania, 2001).  
The importance of a single currency is also stated in the Treaty of the Functioning of the 
European Union (TFEU) in Title VIII Article 119.2: “[…] as provided in the Treaties and in 
accordance with the procedures set out therein, these activities shall include a single currency, 
the euro […]”.  
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Moreover we conducted an interview with former danish ambassador in Lithuania Per Carlsen, 
in which he also expressed political will from the Lithuanian government in the late 1990’s to 
become a member state: “ […] den Litauenske regering og et stort flertal i parlamentet sagde at 
man søgte om at blive optaget i EU.”  (Annex 1, p. 2).  
The first hypothesis of ‘the External Incentives Model’ also suggests that a state's willingness to 
accept and adopt rules is concurrently with the determination of the actor suggesting the rules. 
Due to the fact that the acquis is binding to all member states, and not just regulations related to 
Lithuania, along with the fact that a candidate country cannot become a member of the union 
without accepting the acquis, there has been a high determinacy of conditions, which can 
explain why Lithuania accepted the conditions. We believe this to be the rationalization and 
logic behind the rule adoption, when accepting the acquis and thereby accepting to implement 
the euro. This hypothesis however does not answer question as to why Lithuania chose 
implementation of the euro in 2015. 
The second hypothesis propose that rule adoption increases with the size and speed of a given 
reward. As accounted for above we view, in this analysis, membership of the European Union as 
the reward. Lithuania accepted the acquis in 2000, but did not become a member of the Union 
until 2004, after  a referendum on the matter (Competition Council of the Republic of Lithuania, 
2001). Thereby Lithuania received the reward relatively early, taking in consideration that 
implementation of the euro did not begin until 2015.  
Furthermore, the third hypothesis states that the likelihood of rule adoption increases with the 
credibility of conditionality threats and promises. In order to perform an analysis of this 
hypothesis it is necessary to define the threats and promises being given by the actors, in our 
case the European Union and Lithuania.  
In Title I article 3 of the Treaty of the European Union it is written that the Union: “[…] shall 
promote economic, social and territorial cohesion, and solidarity among Member States.”. By 
this statement the Union promises to promote and assure economic growth and stability. In 
prolonging of this point article 121.4 in TFEU clearly states the threat and consequences of not 
following the rules set by the Union: 
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“[…] economic policies of a Member State are not consistent with the broad guidelines referred 
to in paragraph 2 or that they risk jeopardizing the proper functioning of economic and 
monetary union, the Commission may address a warning to the Member State concerned”.  
One could argue that the Union through this Article attempts to use threat as a means to confine 
Member States actions in a way that only allows policies that are beneficial for the Union. If the 
treaty articles, which the Member States have agreed to, are breached a Member State can be 
fined. The current legislation provides for fines that can be very substantial (Foster, 2014, p. 
507).  
One way the European Union can promote economic solidarity among the Member States is by 
boosting cooperation between the states. In september 2015 the South Baltic cross border 
cooperation programme was launched, which is estimated to be worth €102 million. €83 million 
is coming from the European Regional Development Fund (European Commission, 2015). 
This programme is also meant as a support for cross border labour mobility. The free movement 
of workers is a part of the legal foundation of which the European Union is based upon as it is 
written in Article 26.2 of the TFEU: “The internal market shall comprise an area without 
internal frontiers in which the free movement of goods, persons, services and capital is ensured 
[…]” (Foster, 2014, p. 362).  
This programme can be viewed as an example of how the European Union fulfill the promise of 
promotion of economic, social and territorial cohesion. 
There are however still sectors in which the European Union lacks to fulfill these promises, 
some of which could have a positive impact on Lithuania. As of today there is no official 
common energy policy or Energy Union.  
In a memo made by the think tank ‘Tænketanken Europa’ they estimate the European Union to 
be the world's largest consumer of imported energy. This makes the Union dependent on fossil 
fuels from Russia (Tænketanken Europa, 2014, p.1).  
In the memo from ‘Tænketanken Europa’ they also highlight the economical incitament for 
energy union, whose purpose would also be to aim for more renewable energy. It appears in 
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statistic from 2007 conducted by ‘Eurostat’ that: “the EU-27 generated 70 482 GWh from wind 
turbines in 2005, a close to 20% increase compared to 2004” (eurostat, 2007, p. 11).  
‘Tænketanken Europa’ argues that this should ignite political as well as economic interest in 
pursuing and supporting this type of energy, mainly because european companies would gain 
economically by this. Lithuania was not a part of the eurostat 2007 survey, but it will be argued 
below why Lithuania would likewise gain by switching to renewable energy.  
After pressure from the European Union Lithuania have closed their power plant units. Large 
parts of Lithuania ran on nuclear energy and the closure of the power plants made for a 
noteworthy increase in their nuclear capacity, which fell by 50% in 2007 according to ‘Eurostat’ 
(eurostat, 2007, p. 22). The closure has also meant that Lithuania has been forced to find 
alternative sources of energy, and 60% of Lithuania’s energy is now imported, much of which is 
from Russia (World Nuclear Association, 2015).   
The issue concerning Lithuania's dependency on Russian gas and energy is also prominent in the 
interview with Per Carlsen:  
“[…] den helt store sag, det var jo at de havde et kraftværk […] ville vi have at de skulle lukke 
det. Så det ville jo så altså betyde at, de ville miste en hel del af deres energi, og de skulle have 
energi andre steder fra, som ville koste penge […]” (Annex 1, p.2).  
Had there been common policies on this area, along with a common energy market, which 
supported the outsourcing of fossil fuels and dependency on Russia, Lithuania could have made 
use of energy and gas produced in other Member States, but as the current situation is, Lithuania 
is isolated from the energy sources:“[…] the three countries: Estonia, Latvia and Lithuania 
remain […] essentially isolated from the wider energy networks of the European 
Union” (Stepina, 2010, p. 188).  
In this example it is therefore possible to argue that the European Union's credibility decreases, 
as a result of the lack of action in regards to the problems surrounding energy and Lithuania's, 
along with the other baltic countries, dependency of Russia. The Union, in this example fails to 
promote economic interest, growth and territorial cohesion among the Member States. 
Furthermore the credibility of the European Union is weakened because the disagreement proves 
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inconsistency in the allocation of rewards and promises. The fact that the European Union has 
yet to come to an agreement on this issue shows internal conflict, which weakens their 
bargaining power and credibility.  
However, as the memo from ‘Tænketanken Europa’ also suggest there are signs that could point 
towards a common energy market. Examples of how the Union is already working together on 
this issue is the ‘Energy Package’:“[…] the EU’s Third Energy Package has become a legal and 
political tool for Lithuania to […] reduce its complete dependency […]  from 
Russia” (Vilpisauskas, 2013, p.38).  
Lastly the fourth hypothesis advocates for the idea that rule adoption is determined by the size of 
domestic adoption costs and the distribution among domestic actors. What this paper will 
analyse is therefore the idea that, if the cost of meeting EU conditionality are greater than the 
reward, then the country in question would not accept the conditions. It is therefore relevant to 
define which types of cost Lithuania's have had in context to their EU membership, and how 
these cost have been meet by rewards.  
As described in the literature review, Lithuania has since their independence reformed their 
economy from a central planned to an open market-based system. This has meant for, among 
other things, price liberalization, trade liberalization and privatization (Feldmann, 2008, p. 243).  
One third of the Lithuanian public resides in rural areas, and it is therefore relevant to examine 
the change privatization of the agrarian sectors has had on Lithuania, their economy and the 
people who live in these area, in order to understand the cost Lithuania had made in order to 
comply to EU rules (Lithuanian Institute of Agrarian Economics, 2013).  
Lithuania desire to reform their economy and agricultural sector to harmonize with the EU also 
is also stated in the interview with Carlsen, in which he describes how he as ambassador was 
activated in this process:  
“[…] lærte dem om EU's mærkelige landbrugsordninger […] lærte dem hvordan man skulle 
udfylde mærkelige skemaer og sende ind til EU og alt sådan noget. Sådan så at, hvis de altså 
selv ville, så kunne de blive medlemmer, og komme tættere på […]” (Annex 1, p. 3).  
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In Article 3.3 of the Treaty of the European Union (TEU) it is stated that the union shall 
establish an internal market and aim for full employment. The internal market and end of tariffs 
between the Member States has meant that  the Lithuanian agricultural industries has to compete 
with agricultural industries in other countries. Privatization of this sector was recommended by 
both the EU and the World Bank, as a way to establish sustainable development. The EU 
recommended a small-scale farms, instead of the giant collective farms that had been dominant 
under soviet, which has also caused for an immanent pollution problem in Lithuania. 
Privatization of the agricultural sector therefore resulted in establishment of 300.000 family 
farms. This however turned out to be less than successful:  
“[…] based on unspecialized, diversified production, lacked proper equipment and were run by 
people close to or above retirement age who lacked knowledge and options for investment. 
These farmers would not be able compete in, let alone produce for, the EU market.” (Harboe, 
2012, p. 1-3).  
Moreover there has been a tendency to an increase in prices when a country adopt the euro as 
their currency, despite expectations that it would not have any effect (Mastrobuoni, 2004, p. 
2-3). When Latvia adopted the euro in 2014 this meant for an increase in trade and import to 
Latvia, since the Lithuanian goods were not cheaper than the ones in Latvia. (Carlsen, 2015, p. 
4). This however did not change the Lithuanian will to enter the euro area.  
It therefore appears from the analysis of this hypothesis that Lithuania adopted the euro despite 
economic cost. This perspective on Lithuania's decision is also dominant in the interview with 
Carlsen, in which he states that desire to become a European Union Member State is more about 
the political project, then the economical incentives investigated in this analysis: “[…] så var 
det jo dem et spørgsmål om at komme, så langt væk muligt fra Rusland, og komme så tæt ind på 
kernen i EU, og det vil i høre igen når I spørger om Euroen om lidt er at det er det politiske der 
er helt afgørende.” (Annex 1, p. 3).  
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SUB-CONCLUSION 
When applying the ‘External Incentives Model’ to the chosen case, we can so far conclude that 
Lithuania's decision to implement the euro has not been fully based on logic of consequences, as 
Schimmelfennig and Sedelmeier suggest.  
We can conclude that the decision to become a eurozone country is a part of a wider goal and 
reward, that Lithuania would receive. We suggest that the goal itself is membership of the 
Union, and not based on an economic logic. Although Lithuania has partly gained on their 
membership and the European Union has fulfilled some of their promises, it is difficult to 
conclude that Lithuania’s decision to enter the euro area is completely based on the idea that 
they would benefit economically. 
ANALYSIS QUESTION 2 
  
How can the conditions set in ‘the Social Learning Model’ be applied to the case of 
Lithuania and what can this tell us about the decision to enter the euro area? 
  
This part of the analysis will consider ‘the Social Learning Model’ by Schimmelfennig and 
Sedelmeier as a possible explanation for the Lithuanian adoption of the euro. The model 
presents three hypotheses on respectively: legitimacy, identity and domestic resonance. 
The analysis will take outset in these three hypotheses, and will be considered in context to two 
opposing theoretical viewpoints: one Eurosceptic view and one in a less Eurosceptic view. In 
order to contextualize the theoretical stands, we will consider broader historical traces in 
Lithuania. 
  
According to Schimmelfennig and Sedelmeier the likelihood of rule adoption increases as the 
legitimacy of the rules increases. This is the first hypothesis of ‘the Social Learning Model’. 
Legitimacy in this aspect refers to the clarity with which the rules are communicated, but also 
the process by which they were made applied (Schimmelfennig&Sedelmeier, 2005, p. 18). 
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As mentioned in the previous analysis adoption of the euro is a part of the acquis 
communautaire, which is non negotiable, and any state that wishes to be a part of the European 
Union must accept and comply to the acquis. 
This basically means that the requirement of becoming part of the euro area is imposed as a one-
way process. 
According to Schimmelfennig and Sedelmeier these policy-processes themselves bears a high 
stigma of foreign imposition, and are therefore in lack of legitimacy in their nature 
(Schimmelfenning&Sedermeier, 2005, p. 18). 
  
As accounted for in the literature review, the legitimacy of the euro itself is a highly discussed 
issue in the literature of European studies in general. In the literature review we presented a 
view expressed by Henrik Enderlein, that the legitimacy of the euro depends on its ability to 
fulfil a function. With the euro crisis, the euro and the people behind the euro have failed to 
fulfil its primary economic function, and some argue that this should be viewed as a noteworthy 
decrease in the EU's output legitimacy (Cini&Pérez-Solórzano, 2013, p. 351). 
  
In context to our case this hypothesis does not provide us with a sufficient answer to why 
Lithuania decided to adopt the euro as their currency. 
One-way communication of rules along with the crisis that affected the euros ability to fulfil its 
function as a currency that creates and ensures price stability among other thing. Nonetheless 
this raises question regarding what effect Lithuania desire the euro to have. This issue will be 
further discussed later in the analysis. 
  
The second hypothesis in ‘the Social Learning Model’ argues that likelihood of rule adoption 
increases with identification of the target government and the society with the community that 
has established the rules. 
What is important, according to Schimmelfennig and Sedelmeier, is that EU rules and law 
represents a community whose collective identity, values and norms are shared. Possible 
member states, which Lithuania was before accepting the acquis, seek recognition by the 
Member States and want to belong to this community, and they can do so by accepting rules and 
law (Schimmelfennig&Sedelmeier, 2005, p. 19). 
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There are however things to keep in mind while considering the identity hypothesis in relation to 
the euro. First of all, it is argued by, amongst others, Matthias Kaelberer as well as Marcela 
Veselkova and Julius Horvath that money, in addition to its practical economic function, is also 
an instrument of political symbolism, and throughout time has been used deliberately by 
political elites to foster a national identity (Horvath&Veselkova, 2011, p. 237). 
Following Sedelmeier and Schimmelfennig’s formulation, the identity represented by the rule in 
question is related to the community that established the rule, in this case the EU as a united 
community. While discussing identity, we here consider the euro as both a political tool in itself, 
but also as a rule that is part of a bigger context, which its symbolizes and links to identification 
with the community behind the EU. 
This argument is supported by the fact that adoption of the euro is a fixed integrated part of the 
European Union’s acquis communautaire. 
  
While considering Lithuanian community, collective identity, and the influence of external 
actors, for example the EU and its impact on identity, it appears through historical sources, that 
external actors have played a significant role in politically affecting its development. 
Lithuania has as a nation within a territory, gone through long periods of time under foreign rule, 
not least throughout the twentieth century. As it is generally pointed out by John Hiden and 
Patrick Salmon in their historical examination of the Baltic nations: “Throughout history, the 
Baltic people have had to share their lands with other races, some of whom dominated them for 
centuries” (Hiden&Salmon, 1994, p. 2). 
  
In studying the Lithuanian history, it is stated that in the years between 1945 and 1985, during 
which Lithuania was under both German Nazi and Soviet Communist rule, the Soviet Union 
"came closer than any past ruler to extinguishing the national identities" (Hiden&Salmon 1994: 
126). What characterized the Soviet control of, amongst many other nations, Lithuania, was the 
politically totalitarian system (Vardys&Sedaitis, 1997, chapter 3). In this system, the occupying 
power, Russia, politically affected every part of the Lithuanian society and culturally, where they 
had to accept Russian personnel as well as the widespread use of Russian language 
(Vardy&Sedaitis, 1997, p. 60). The Soviet power therefore came politically very close to the 
Lithuanians daily lives, and required high levels of assimilation (Vardy&Sedaitis, 1997, p. 
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71-74).	    Concrete political actions in the post-war Lithuania were the heavy industrialization, 
which resulted in mass immigration from other parts of the Soviet Union and shifted the ethnic 
balance in the country, as a part of a ‘russification’ and assimilation of the country 
(Hiden&Salmon, 199, p. 126-127). Moreover deportations were a key instrument of Soviet 
policy. In the 1940's and 1950's it has been estimated that around 245.000 people were deported 
from Lithuania, those being political oppositions of any kind (Hiden&Salmon, 1994, p. 129). 
The currency in Lithuania during its time of colonization also had to be the Russian ruble 
(Hiden&Salmon, 1994, p. 192). As such, the currency was just one, out of many political 
measures of ‘russification’ in Lithuania during this time. 
  
Lithuania declared independence in 1990. Historians highlight this point in time, as being the 
time of major political change in Lithuania.  First of all, the fully democratic elections were 
signs of change from the Soviet era, followed by new laws on citizenship, as well as economic 
independence from Russia (Hiden&Salmon, 1994, p. 190-192). The Lithuanian government 
introduced the national currency, the Litas, in 1993. The implementation of national currency 
had great symbolic importance (Feldmann, 2008, p. 243). 
The symbolic importance and political discourse is also something Per Carlsen points to, when 
discussing the most apparent and dominating change in Lithuania after they gained 
independence: “[...] slap ud af Sovjetunionen ikke, så var det jo selvfølgelig meget nationalt og 
"nu var vi blevet os selv" ikke? Og litauenske flag og så videre [...]” (Annex 1, p. 1).  
  
Considering the Eurosceptic view in context to the euro itself and its abilities as an identity-
fostering political tool, there does not exist a collective European demos behind the currency 
(Cini&Borragán, 2010, p. 351). According to this view, the identity-hypothesis appears rather 
irrelevant, since there should not exist any community based collective identity to become part 
of. 
While considering the Lithuanian past from this perspective, it also appears contradictory that 
the Lithuanians should be willing to give up their recently achieved national currency, a symbol 
of independence, to a supranational one.  
If the national identity is stronger and more important than the European identity (cf. Literature 
review), it would not make sense to change currency due to identity-creation. 
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However, it is possible to argue that the theoretical explanation of the identity hypothesis is 
valid, if we conceptualize the term identity differently, as Kaelberer does (cf. Literature review). 
Kaelberer understands identity as a hybrid concept. By this understanding he recognizes that the 
feeling of national identity tends to be much stronger than the European one, but for Kaelberer 
the belonging to a community is not a zero-sum calculation. 
Rather, membership in communities and citizenship in a state are differentiated, multi-layered, 
and multi leveled, and therefore demos are disaggregated (Kaelberer, 2010, p.  498). 
By conceptualizing the term identity as hybrid, and as a democratic choice (cf. Literature 
review),  there is an opening for the argument that the Lithuanians deliberately have chosen to 
adopt the euro for reasons of chosen identification, and by doing that they have not necessarily 
compromised important parts of their understanding of their national identity. 
  
While considering collective identities as hybrid and democratically chosen, it is again relevant 
to notice the Lithuanian past. The country, along with its Baltic neighbors, was politically 
isolated during the years in the Soviet Union. This especially meant that they were sealed off 
from any visible contact with the West, only undercover relations with western journalists and 
television was present during the 1950's and onwards (Hiden&Salmon, 1994, p. 134). 
As such, the membership of the EU can be viewed as the measures that represent the opposite of 
the past. The membership of the EU can be viewed as a step into an international cooperation, 
and integration into the community they have been unwillingly isolated from for decades. The 
identity fostered by their Soviet rulers where for many Lithuanians not a chosen one, but an 
enforced one, that should replace their own national culture. 
  
Another point made by Kaelberer is about the nature of the european community and collective 
identity. As pointed out in the literature review, identities and communities serves as a practical 
function for its members (cf. Literature review). They are not necessarily bonds of affection and 
shared culture as much as they are functional communities.  
Where Kaelberer seems to miss Lithuania, is by stating that the euro will only be trusted as long 
as it delivers a stable economy. That has not been the case recently.  
Per Carlsen points out, that "Om det er en økonomisk fordel, det kan man formentlig diskutere, 
[...] dér opvejer det politiske altså fuldstændigt det økonomiske i de der lande" (Annex 1, p. 5).  
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Kaelberer also states that one of the most important features of the European collective identity, 
is the single market. This is the state of mutual independence, and very visibly expressed by a 
common currency (Kaelberer,  2010, p. 501). 
As such, the euro must be viewed as a symbol of a functioning political community, with which 
nations can be identified with. Therefore the collective function of the euro might be there, but 
for the Lithuanians it is political, not economic. 
Kaelberer does point out that "The euro is certainly the most important symbol of European 
integration and identity beyond the individual EU member states to date" (Kaelberer, 2004, p. 
162). 
  
When taking Lithuania’s political measures after their independence into account, this can 
support the argument that the euro primarily has a political function. These political measures 
symbolized a development in which Lithuania distanced themselves from the former Soviet 
Union and Russia. 
In the historical review by Hiden and Salmon the focus is on democratic elections, 
reconsiderations of national citizenship as well as economic monetary independence from 
Russia as the key political actions in Lithuania's early independent years (Hiden&Salmon, 1994, 
p. 190). 
This resonates with our argument that Lithuania through political actions was looking for 
something in the opposite direction of their colonial past. From a Lithuanian perspective, their 
relationships with the bigger neighboring powers have throughout history had a great influence 
in affecting the Lithuanian national identity, and it is possible to argue that the European Union 
is a relevant oppositional actor to the former Soviet Union. This argument is further supported 
by a statement from Carlsen in which he describes Lithuania's relationship with the European 
Union to be of political reasoning: “ [...] det var det jo for dem et spørgsmål om at komme, så 
langt væk muligt fra Rusland, og komme så tæt ind på kernen i EU" (Annex 1,p. 3).  
  
We will therefore in this paper argue that the adoption of the euro should be understood as a way 
to foster identity-formation, but first of all a hybrid, democratically chosen identity. This identity 
has a clear political function, which is to symbolize the steps towards the core of the European 
Union. The argument that the euro’s function is mainly political can also help explain the first 
hypothesis. As written above Lithuania adopted the euro despite it lacking legitimacy, due to it 
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failing at performing its purpose. If one views the euro’s purpose as political, then it would not 
lack legitimacy, and the first hypothesis would thereby not be argument against Lithuania 
adopting the euro. 
  
The last hypotheses in ‘the Social Learning Model’ discusses domestic resonance. It states that 
the likelihood of rule adoption increases with domestic resonance. 
Schimmelfennig and Sedelmeier emphasizes that the persuasion of adopting a rule from the 
European Union is more likely, if a corresponding domestic rule in this area is absent, or have 
become legitimated as a result of the crisis or political failure.  
  
To this hypothesis it is possible to argue that because Lithuania already had an existing national 
currency that was functioning well, this hypothesis does not give us a sufficient explanation. 
One could however argue that Lithuania was consenting to follow through with reforms, for 
example an increase in privatization, which was recommended by the European Union, because 
domestic policies and rules in this area was absent after their independence. Thereby Lithuania 
accepted the economic dogma the euro represents, without any implementation and adoption of 
the actual currency. The adoption of the euro in 2015, after agreeing to the acquis and becoming 
a member state in 2004, can therefore be viewed as a natural continuation of the policies and 
reforms carried out after the independence in the 1990’s.  
SUB-CONCLUSION 
The euro has through our analysis based on ‘the social learning model’ shown to be a currency 
with a low level of legitimacy. Both the process of implementation in Lithuania has been on 
predominantly on the premises of the EU, but also the latest economic crisis, which has 
weakened the euro’s legitimacy as a currency based on its lack to fulfil economic functioning.  
It is however a currency of great symbolic value, and to some theorists it is representative of the 
core of the EU. To Lithuania, the EU is politically contrasting its Soviet past, and adopting the 
euro has been a deliberately chosen identity of political function, which can be interpreted as a 
clear step away from their Soviet past.  
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The adoption of the euro in Lithuania has required a massive policy change in the country, and 
the domestic resonance has not been high.  
The analysis based on the social learning model indicated that Lithuania through the adoption of 
the euro has taken a deliberate political step towards the core values of the EU.  
CONCLUSION 
The aim of this paper was to explain why Lithuania in January 2015 decided to adopt the euro as 
their national currency. We wanted to examine this by identifying domestic motivations for 
Lithuania. 
We examined two types of explanations, both observable measures of advantages and costs in 
the agreement for Lithuania, but also a reflective assessment of presumed political aims towards 
collective identity formations and measures of political symbolism behind the choice of 
adoption of the euro. 
The euro is a fixed integrated part of the EU acquis communautaire, and is therefore a rule of 
high determination. Lithuania received the reward of becoming a member of the EU, even 
before fulfilling the conditionalities, part of these being adoption of the euro. 
By examining the clearly observable benefits and costs in the agreement from a Lithuanian 
domestic point of view, we did not find a plus-summed calculation that suggest a clear 
advantage for Lithuania. The membership of the EU does offer great political promises, 
exemplified as economic growth and stability, but it equally requires a massive policy change 
for Lithuania in return. 
The legitimacy of the euro itself is due to the euro crisis not very stable.  
The economic crisis of the euro has and will also affect the Lithuanian economy. 
Moreover the rule adoption process, theoretically did not prove to be legitimate from a 
Lithuanian standpoint, since it required full adaption to the fixed conditionality arranged by the 
EU. 
The Lithuanian adoption of the euro can therefore not fully be understood as the result of these 
ideas, but rather shows a clear political choice. 
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Theoretically and historically it is argued, that money can fulfill a significant function of 
creating collective identities. The euro is argued to be an important political symbol of the 
european community. On the basis of our analysis we argue that the Lithuanian adoption of the 
euro is a deliberate choice to identify with the core of the EU. 
Overall this has illustrated a pattern of political will in the direction of the EU, and with that a 
development in the opposite direction of the country's Soviet past. 
To conclude, it is our assessment based on the premises of this analysis, that the Lithuanian 
adoption of the euro is above all a political project, that fosters a political identity which is part 
of a European cooperation. 
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